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6 July 1554

HEMORANDL K FOK: Ueputy Director {Adiministration)
SUBJGT t  RBeimburs ‘ ontribution or lonation to
ﬂca nder Contract o, FD-57

le the attached file coniaining various communications
concerning the claim of under Contract 7o. HimS7
for s donation made by them to the Alameds Merchant's Association
Garnival Fund.

. 2. A stated in * memorandum to the Contracting
fZicer, 19 May 194, xoi "EYY the vasis for allowabls costs under
the contract is governed by sppendix IT entitied *Contrzct Cost
Principles" and under Sectiom 15-205(F) of these principles there is
listed "Contributions and Donations" as being axamlcs of items of
unallowable costs. Also, as stated in ¥n) meroranidug, the 25X1A9%a
Lontructor was speciiically informed and aSTee ereto prior to
incurring the expenses that this type of expenditure could not be
relmbursed by the Government.

Je In suppart of the Coen.ractor's claim, Chief, APL/YEC, has
sboted thal the paywent was mede in the interest of securily and has
the concurrence of the 705 Sscurity Uffice, see Txhibit "C.¥

wa 48 stated oy Hr. Il iz nis rmerprandum, attached, of
25 June 19.4, the Cunmtractor 1s an indepe.dent business and we
thersfore do not feel thul payment of the claim 1n question can be
Justiried as oveing the cost of preserving security. Furthermore, to
pay such & claim would, we believe 2 Dot only constifute the allarance
of an item us cost which is specifieally defined as not allowsble
under the'Armed Services Frocurepent Kegulations,; but would establish
the Lasiu for other comractors to claim or reclainm any similar dise
allowances on similer grounds.

5« 1o view of our Bisagreement with Logistics anc APD/TSS, it
will be appreciated if you will indicate your approval of the Induse
trial Contract Audit Branch disallowence by signing in the approval
space below ory if you disagree with our conciusions, please acviee

by appropriate memo mndum.
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